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The Prudential Agent 


Has to offer a most 
varied line of Life and 
ian a> aa 
on + Parti ng 
and Nee Petaoetine 

” He hada 
Most Advantageous 
Agency Contract with 
Libera First Year 
and. Renewal Commis- 
sions, The Company 
has Open Territory in 
which it desires good 
representatives. 


For Particulars write: 


The Prudential Insurance Company 


OF AMERICA. 
JOHN FPF. DRYDEN, Home Office: 
President. Newark, N. J. 


The Mutual Benefit 
LIFE INSURANCE CO., 


NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, PRESIDENT. 


ASSETS (Market Values), Jan. 1, 1903. .$82,838,726.16 
LIABILITIES 
SURPLUS 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 
POLICIES OF ANY OTHER COMPANY. 





Commercial Union Assurance Company, 
(Limited) 
OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 





The Liverpool and 
London and Globe 


Insurance Company 


OF LIVERPOOL, ENGLAND. 
A STOCK COMPANY. 
Established 1836, Entered United States 1848, 


45 WILLIAM STREET, 
NEW YORK CITY. 


STATEMENT UNITED STATES BRANCH, 

JANUARY 1, 1903. 
$11,232,031.31 
. 6,419,828,39 
. 4,812,202.92 


Assets 
Liabilities . 
Surplus 


HENRY W. EATON, Resident Manager. 
GEORGE W. HOYT, Deputy Manager. 
JOHN J. MARTIN, Agency Superintendent. 





JOHN C. PAIGE &CO, 
INSURANCE 


20 Ki.tByY STREET 
BOSTON. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
‘The Leading Industrial Insirance Company in America.’” 


Pays over Three Hundred and Twenty Death Claims. 
Daily. Insurance in Force of over $1,210,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York Citv. 





Northern Assurance Co. 


OF LONDON, ENG. 


UNITED STATES STATEDIENT AS OF JAN. 1, 1903 


Admitted Cash Assets $3,423,230.9 
All Liabilities, including Reserves . .  1,998,616.11 


Net Surplus in United States . . . $1,424,614.7% 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building : : 38 Pine Street, New York. 


GEORGE W. BABB, MANAGER 
T. A. RALSTON, SUB-MANAGER 





FORTY-SECOND YEAR 
HOME LIFE INSURANCE COMPANY 

of New York. 

GEORGE E. IDE, President. 
Admitted Assets . . . $14,432,216 
$12,025,748 

983,060 


100,000 


$1,323,407 
Insurance in force, $65,258,568 
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The Unique Life-Insurance Manual 


By SAMPSON DAWE 


Something that will interest every agent. 





the pecket. 


and convenient. 








R. DAWE’S “Unique Manual’’ contains al] the information in 
regard to rates, policy conditions, and guarantees, essential for 
the soliciting life-insurance agent, and is the only manual of 

this description which is published in convenient form to carry in 


The manual contains over four hundred (400) pages, but is light 
It contains many interesting facts for the use of agents 
not found in other rate manuals, including comparative financial stand- 
ing for three years, dividend records for ten years, and practical in- 
struction in life-insurance terms and definitions. 

By the use of extension flaps, agents are enabled to make a side by 
side comparison between the company they represent and all other 
companies on premium rates, policy conditions, and surrender values. 


THE 1903 EDITION IS NOW READY FOR DELIVERY. 











This manual is sold by the Journal of Insurance Economics, Annuity Building, Devonshire 


Street, Boston, Mass. 
$15.00. 


The price per copy is $1.50; six copies $8.00; and twelve copies 
If the manual, upon inspection, is not satisfactory the purchase money will be 


refunded. We are satisfied that it will pay every life-insurance agent to have a copy of this 
manual in his possession, either in addition to, or in place of, manuals of other kinds. 





NATIONAL LIFE 
INSURANCE COMPANY 
OF VERMONT 


Joseph A. DeBoer, President. Osman D. Clark, Secretary. 
James T. Phelps, Vice-Pres. H. M. Cutler, Treasurer. 
James B. Estee, 2nd Vice-Pres. C. E. Moulton, Actuary. 
Dr. A. B. Bisbee, Medical Director. 
F. A. Howland, Counsel. 


This Company held January 1, 1903, and gained 
during the past decade: 


Assets $ 25,335,030.36; Gain, 1894. 

Surplus, 2,584,763.70; Gain, 1584. 

Insurance, 118,301,698.00; Gain, 1024. 
Sells the Most Modern, Profit-Sharing, Non-For- 


feitable Contracts of Life, Term, Endowment and 
Annuity Insurance, 


Good Agency Contracts for Reliable Men. 


JAMES. T. PHELPS & CO., State Agents, 
159 Devonshire St., Boston, Mass. 
JAMES A. WELLMAN, State Agent, 
Pembroke Building, Manchester, N. H. 
GEORGE P. DEWEY, Gen’! Agent, 
33 Exchange St., Portland, Me. 





Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 


WILLIAM R, PLUNKETT, President. 
JAS. M. BARKER, Vice-President. 
JAS. W. HULL, Secretary and Treasurer. 


This Company, with its fifty years of successful 
and honorable practice, its solid financial. condition, 
its fair and liberal policies, all subject to the Non- 
forfeiture Law of Massachusetts, commends itself to 
both policy-holder and agent. 





) 
For circulars and rates address: 


F. J. FOSS, Manager, 


40 Water Street - - Boston, Mass. 








HUBERT H. WARD, Cleveland, Ohio, 
President National Association of Life Underwriters. 
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THE FUNCTION OF THE LIFE AGENT. 


Specific Work for Which the Agent Is Designed—The Kind of Knowledge Which Is 
Required—Some Characteristics of Success. 


WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY HuBEerT H. Warp. 


You have asked me to write a short 
article for the Journal of Insurance 
Economics on some topic of current 
interest. I will take as my subject 
‘¢The Function of the Life Agent,” 
and I will preface it with a reference 
to the college man. Men in college 
are usually classified as follows— 
those who are ‘‘ sent”’ and those who 
‘¢ go,” Those who are * sent,” in the 
way in which I mean the term, 
are seldom heard from during their 
college career—their bodies may be 
present, but their brains are not in evi- 
dence. Those who go, whether upon 
their own means or with money fur- 
nished from outside sources, usually 
give an account of themselves, either 
as all-around men, or in some spec- 
ialty. 

The men who ‘‘ go” to college may 
be further subdivided into those who 
make a college course ‘‘an end,” and 
those who make it ‘‘a means to an 
end.” The men under the latter sub- 
division are usually those who are 
heard from in after life. 

We must admit that, judged purely 
from the 
course, sometimes it may appear to 


grades received during 
the man in the latter class as though 
he, who was making his course his 
‘¢end,” was to be the winner —but the 


man, who does his preparation work 


in college by rule, and who sees no 
connection between what he gets out 
of books and the outside world 
which he is to plunge, may show a sort 
of parrot-like brilliancy in recitation and 
on examination, but he is not the 
who can apply his learning in 
life to his special sphere of work. 

A friend of mine once said to me: 
‘* My college course is valuable to me, 
not because I remember what I learned 
from books, for I do not, but because 
it gave me the knowledge which di- 
rects me where to go when I wish to- 
know something.” 

What I have said of the man in 
college applies in part, at least, to the 
life insurance agent. Among the field 
workers in life insurance do we 


into 


man 
after 


not 
find as great a difference in the way in 
which work is done, as we do among 
the men in college, and are the results 
not as diverse? 

Just as men are ‘‘sent” and ‘*go” 
to college, so do men ‘* fall” and ‘‘climb” 
The 
who ‘*falls” into field work is as a rule 


into life insurance work. man 
dazed when asked what he is there for. 

The man who ‘‘climbs” into it is 
usually willing to begin at the bottom, 
and make a study of the essentials nec- 
essary for his success. Some of these 
he will find before long to be perseve- 


rance, honesty, knowledge of men, 


140189 
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He will find it neces- 
sary to know something of the great 
scheme of life insurance, in order that 


value of time. 


he may properly present it to the pub- 
lic. He must learn something about 
the different departments of a life in- 
surance company and their functions; 
that while these departments are all 
parts of a whole, yet in their man- 
agement they are separate, the success 
of each one being dependent upon 
that of the others. He must learn also 
that he is a part of the agency depart- 
ment, and, as such, belongs to the 
life insurance 
company; that he is engaged to sell 


‘sbusiness” end of a 


the finished product of the company, 
to make a return of the cash 
received by him for that product; that 


and 


he is not engaged to make rates, pass 
upon risks, or to make himself gener- 
ally useful around a Home Office. 
Some agents foclishly think this their 
The 


agent is but a link in the chain which 


vocation, to their own injury. 


makes the company, and, as a chain 
is no stronger than its weakest link, 
it is his duty to see to it that no breaks 
occur as his link. 

Providentially, he is not called upon 
to guard the other links which com- 
pose the chain; some of which are the 
Actuarial Department, where his rates 
are made; the Medical Department, 
where his risks are passed upon; the 
contracts 


Policy Department, where 


for his applicants are prepared; the 


the 
money which he collects is received and 
safely invested; the Executive Depart- 


Investment Department, where 


ment, which is the head over all. 
The life agent should 
have sufficient knowledge of the prin- 


insurance 


ciples ofold line life insurance to un- 
derstand, at least, some of the func- 
tions of the Actuary, the Medical 
Director and the other officers; but in 


my judgment he cannot be a specialist 
in the **science” of life insurance, and 
a success in the ‘‘business” of life in- 
surance. I believe an agent should 
read what he can find in insurance, 
journals and elsewhere on_ subjects 
actuarial, medical and legal; but in so 
doing he should not make such know- 
ledge an ‘‘end” but the ‘*means” to an 
end. With him, the goal lies not in a 
knowledge of the abstract science, but 
in the ability to deal with men in such 
a way as to convince them of their 
need and his ability to furnish life in- 
surance. 

Many an agent fritters away valuable 


time in preparing for his prospects 


wildly stated actuarial propositions, 
which, too frequently, have effects 
the reverse of what was _ intended. 


For me, I am not an actuary, and have 
no desire to make my prospect think 
that am. It is enough for me to be 
able to tell him, if the question is 
raised, that I know in part what are 
the duties of an actuary, and that my 
company has a good one. It is vastly 
more important that I be able to im- 
press my prospect with the fact that 
I am an agent, to whom he may with 
safety intrust his interests. Many 
agents are grossly careless (shiftless, to 
use a New England expression) and 
for such there is little hope. I have 
seen them, have had them in my em- 
ploy, have finally partéd with them 
with a feeling akin to joy. 

One of the as yet unsolved problems 
in my mind is how any man, who 
enters life insurance work as an agent, 
can do so and stay init and not become 
ambitious to succeed. His very envi- 
ronment breathes success; shining ex- 
amples of successful agents are to be 


found all around him. The results of 


the work of those successful agents are 
to be found in what has become today 
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the second largest business in America. 
And yet, with all these incentives, the 
some life 
agents, and the manner of its doing, 


work done by insurance 
is disgusting in the extreme. 


Every man in field work should 
strive to be the very best agent he 
knows how to be—he should avail 
himself of every opportunity for im- 
provement. One of the greatest meth- 
ods within his reach is active member- 
ship in his local underwriters associa- 
tion. Ifhe has none in his locality, 


he should correspond with the Secre- 


tary of the National Association, and 
ask his cooperation in forming a local 
association where he and others of his 
kind may periodically meet for mutual 
development, mutual protection and 
mutual good. I know of no better 
way for an agent to gain that broader 
knowledge so necessary for his success, 
than by active participation in a well 
regulated association of Life Under- 
writers, composed of gentlemen — his 
competitors to be sure—but gentle- 
men. Through such means he will 
learn how to develop them so as to 
work to his success. 





MICHIGAN COURT DECLARES REBATED POLICIES VOID. 


Contract Placed in Violation of the Law Is Illegal—Premium Note Taken Thereon Can- 
not Be Collected. 


The supreme court of Michigan has 
recently rendered a decision which 
seems to affirm the invalidity of a life 
insurance contract upon which a rebate 
has been made to the insured. 

It has often been contended by life 
insurance men that a policy issued in 
contravention of an anti-rebate law was 
void. Others have contended that if 
it were not so, under the law, it should 
be made so by the terms of the con- 
tract, and one of the presidents of the 
National Association of Life Under- 
writers devoted his chief energies dur- 
ing his term of office in trying to secure 
the cooperation of the companies in 
placing such a clause in the con- 
tract. 

In competition against rebaters one 
of the chief arguments which has come 
into vogue is the possibility of litiga- 
tion to the beneficiary under a rebated 
contract and the chance that the same 
may be declared void under the anti-re- 


bate law. The decision of the supreme 


court of Michigan tends to support 
such arguments as sound. 

The circumstances of the case were 
that one Heffron, a _ life 


agent, secured the application of one 


insurance 


Daley for a life policy, agreeing to re- 
bate to him one-half the premium and 
take a note for the balance. When 
this note fell due Daley declined to pay, 
and the agent Heffron sued to recover. 
Daley, among other things, contended 
that the note could not be collected 
because the policy for which it was to 
pay was illegal and void because of the 
rebate given. 

The circuit court, to whom this case 
was submitted, declared that the policy 
was not void under the anti-rebate 
statute, but upon appeal to the supreme 
court this decision was reversed, the 
supreme bench saying that ‘‘the con- 
tract for insurance was prohibited by 


law and the act of making it a_ penal 
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The contract was therefore ille- 
gal, and being so, the consideration for 
the note failed.” 

The Michigan anti-rebate law copies 


act. 


the Massachusetts law and provides a 
penalty of $500 for each violation on 
the part of a company, and declares 
that any officer or agent violating the 
law shall be deemed guilty of a misde- 
meanor, and upon conviction may be 
imprisoned for a time not exceeding 
one year, or fined not less. than fifty 
dollars nor more than $500, or both, in 
the discretion of the court. 

This decision is regarded of enough 
importance by the insurance commis- 
sioner of Michigan to lead to the pub- 
lication of a manifesto on his part, call- 
ing the attention of business men and 
others to the possibility that rebated 
policies are illegal, and that those who 
have policies upon which a rebate has 
been accepted may be bequeathing to 
their beneficiaries an ‘‘expensive litiga- 
tion.” In regard thereto, the commis- 
sioner says: 

‘‘The policy holder who is a party to one 
of these illegal contracts need not think 


that he can rest secure in the belief that 
the company will not take advantage of the 
fraudulent character of the contract and 
refuse to pay the face of the policy when 
it matures. Any policy holder can enjoin 
the company from paying any claim there- 
under. The rebating of a premium puts 
on the policy a cloud which no man who 
desires to leave his family adequate pro- 
tection in case of his death should permit 
to exist for the paltry sum which he may 
be able to save at the outset by accepting 
a rebate. 

“Companies which make a practice of 
rebating cannot, in the very nature of 
things, pay their policy holders as large 
dividends as are paid by companies which 
are honestly conducted in this respect and 
insist upon receiving the full premium. A 
very large portion of the business written 
through rebating lapses the first year and 
is, therfore, a loss to both the company and 
policy holder, thereby again reducing the 
the latter’s dividend. 

“These contracts are so palpably illegal 
and fraudulent that the insurance depart- 
ment of the state will not only immediately 
revoke the certificate of authority of any 
agent who is proven to have participated in 
such a transaction, but will also proceed 
against him criminally, and guilty com- 
panies will be held to strict account under 
the statute.”’ 














BASIS OF LIFE INSURANCE VALUATION. 





Its Application to New Companies — Shall Net Valuation Be Superseded by Something 
Else ? 





There is no question of more immed- 
iate interest in life insurance than that 
of valuation, and we therefore publish 
the subjoined article from the Phila- 
delphia ‘‘Intelligencer” for the pur- 
pose of discussing briefly one or two 
points advanced by a contemporary 
whom we sincerely esteem : 


There seems to be three schools of 
thought in this country today. One, 
which can see nothing of any value which 
varies from the net valuation system. A 
second school believes that there is need of 
some plan which will help the younger 
and smaller companies to build themselves 
up into strong companies which shall that 
it provides. To this school there was 
quite a respectable number of adherents at 
the Congress. Then there is the third school 
which believes fully in preliminary term 
valuation as it is practiced. This school 
does not bring forward many arguments in 
favor of the method, but they go ahead 
and practice. 

The Journal of Insurance Economics 
assumes that there is only one thought to 
be expressed, and that is approval of net 
valuation. It cannot see anything good 
that does not have the first method blown 
in the bottle. It ignores the real question 
which is some wise plan of meeting the 
situation as it exists, Therefore the paper 
of Mr. Moir is scouted as leading to some 
dreadful place, almost unmentionable in 
polite actuarial society. The fair question, 
it seems to us, is whether we are tu remain 
satisfied with present accomplishments or 
seek to make improvements. Mr. Moir’s 
plan seeks to make advance where some- 
thing is needed, which shall help to extend 
the business of life insurance by helping 
young companies on to their feet and at 
the same time have a scientific basis. 

Mr. McClintock approved the plan in so 
far as to say upon the floor of the Congress 
that it is the best plan so far proposed. In 


his opinion companies working satisfactor- 
ily upon the net system would not be 
likely to change to the Moir plan. True, 
but there are other companies which need 
help, and for these this may be the start 
of a more scientific system. With this 
hope Mr. McClintock expressed satisfaction. 
We are not attempting the task of discus- 
sing this from an actuarial standpoint, for 
like the gentleman from Boston, we do not 
know enough of actuarial science to war- 
rant any such discussion. We do say, 
however, that there is a need, and that such 
a distinguished authority as Emory 
McClintock gave a tentative approval of 
the plan of Mr. Moir. We believe Mr. 
Moir considers his work tentative. He 
has not worked the whole subject out, but 
he is working constructively upon the 
problem, and hopes to advance the work 
of life insurance by his paper and the dis- 
cussion it has brought out. 

The need of some method defensible 
upon a scientific basis is apparent when 
we take into account the large number o 
companies which are operating upon the 
preliminary term basis, for which there 
is no defense but that of necessity. Pre- 
liminary term is here, and it is likely 
to stay until some plan can be devised 
which will supplant it by affording a 
basis which will be scientific and yet 
relieve the companies of some of the 
growing pains of childhood. Mr. Moir’s 
plan may not be the best which can be de- 
vised, but it is a start, and a start is some- 
thing. It is not what is ideal, but rather 
what can best be done with the existing 
condition. If net valuation were rigidly 
applied to all the younger and smaller 
companies, it would drive many of them 
out of business. Is it not better to help 
them than to kill them off? The old 
companies if they had had wet nurses of 
the Boston variety when they were young, 
many of them would not have survived. 
Is it not possible that ‘‘Select and Ultimate’”’ 
valuation may lead to a solution of the 
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troublesome preliminary term valuation 
problem? 

In regard to the position of this maga- 
zine in respect to net valuation, it 
has repeatedly expressed itself in favor 
of any modification of the existing re- 
serve standard which may be based 
mortality and 


upon variations in 


interest. It objects, and this objection 


9 


has a ‘‘scientific basis,” to the use of 
reserves for expense purposes. 

That is the single issue which has 
been raised by this magazine in connec- 
tion with preliminary term valuation, 
or any other form of valuation, which 
strives to mix the function of reserve 
Reserve is based upon 
No other ele- 


and expense. 
mortality and interest. 
ment ever has or ever ought to enter 
into the consideration. It is a breach 
of trust to use reserve or mortality 
funds for expense purposes. It is a 
moral question and a very fundamental 
one, and no company is likely to suc- 
ceed by violating this fundamental 
the 


expense 


principle of right conduct in 


treatment of reserve and 
funds. 

We too wish to see young and small 
companies build themselves up into 


strong institutions, but cannot see how 


they are going to do so by engaging 
in practices which will bring them 
into disrepute, and injure their stand- 
ing with the public when the facts are 
fully understood. if it is expense 
which is troubling the companies, why 
not handle it from the standpoint of 
Let the small young 
companies give the public something 


expense? and 
new and novel on the expense side of 
the contract. Then there will be no 
difficulty about getting the business 
If they 


cannot do any better than established 


or about their future success. 


companies in this direction, is it not 
absurd to allow them special privi- 
leges, and to decrease the value of 
their security, merely to make a place 
for the officers and directors and agents 
of these We 
new companies, but not at the expense 


corporations. want 


of security. 

When the ‘‘Intelligencer” or any 
one else can explain why reserve, 
which is made up of the mortality and 
interest elements, can be used for 
expense purposes, it will not find us 
standing in the way of any modified 
plan of valuation which will be help- 
ful to the business of life insurance, — 
not to particular corporations engaged 
in the business. 














LIFE INSURANCE IN THE DISTRICT OF COLUMBIA. 


The annual report of the new insur- 
ance superintendent of the District of 
Columbia, Thomas E. Drake, is of 
life insurance 
men, on account of what he says con- 


particular interest to 


cerning the present standing before his 
department of the Fidelity Life of 
Philadelphia, the Mutual Reserve of 
New York, and the National Life In- 
surance Company of U. S. A. In 
each of these cases there is pending a 
point of controversy with the depart- 
ment which Commissioner Drake un- 
dertakes to explain as follows: 


The Fidelity Mutual Life. 


Preliminary license was issued by 
Before it 
was 


mistake to this company. 
expired, however, Rule No. 2 
promulgated, which precluded renewal 
of it. 

This company does business upon 
what is known as the ‘preliminary 
term plan,” expropriating or ‘‘confis- 
cating,” for its own use, the reserve on 
the first year’s premium upon each 
policy, except the mean mortality por- 
tion of it for the time the term insur- 
ance has to run, after the expiration ot 
which even that reverts to the com- 
pany. It, therefore, sets permanently 
apart no portion of the first year’s pre- 
mium for the ‘*maintenance of a 
reinsurance reserve fund,” which the 
District of Columbia statute requires. 

In order, however, to gradually and 
eventually restore the reserve deficit on 
the first year’s premium, the company 
telescopes or elevates the net premium 
to ‘‘an age one year greater than the 
age of actual issue,” which destroys 
and is in violation of the actuarial 
science upon which the net premium 
is calculated. This method is arbitrary 
and it is presumed, at least, that its 


policies are generally accepted by ap- 
plicants without their understanding 
the real meaning of the technical or 
By 
the 


actuarial terms of such contract. 
applying this process—provided 
policyholder survives and the policy is 
(de- 


in 


renewed—the deficit is restored 
pending upon the plan selected) 
fifteen to twenty years, or thereabouts. 

It is held by the department that, 
if a change of the net premium for 
one year be permissible, it might with 
equal propriety be allowed for two, 
three or any number of years, in which 
event the company might, by the same 
arbitrary process, also change the table 
of mortality and rate of interestassumed, 
upon which the premium is based, thus 
destroying the whole fundamental prin- 
ciple of the legal re-insurance reserve 
fund system, intended under the law 
for the protection of policyholders. 

Six preliminary term companies re- 
vised and submitted their valuations to 
conform to Rule No. 2, upon receipt 
of which they were licensed. They 
were enabled to comply with this re- 
quirement by transferring from their 
respective surplus accounts to their 
reserve liability accounts the additional 
amount required, which amounted re- 
spectively to $100,000 and over to 
nearly $400,000, depending upon the 
length of time they had been practicing 
the system. 

This company has entered into an 
agreement with its policyholders, em- 
bodying in the policy contracts the 
following language: 

The reserve maintained hereon. * * 
shall be protected by undistributed surplus 
of the company; the expense of manage- 
ment shall not exceed * * the net pre- 
mium, loading, etc., 


on account of which it cannot do asthe 
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other companies referred to have done, 
in the way of transferring from its 
surplus to its liability account the addi- 
tional amount required to conform to 
Section 648 of the statute and Rule 
No. 2, and, therefore, in the opinion 
of the department, it is not entitled to 
a license. 

This company was given a hearing, 
after which an informal appeal was 
taken. A formal legal opinion, how- 
ever, on the subject at issue was pre- 
pared and submitted to you by the 
then second assistant corporation coun- 
sel, which was considered so at 
variance with sound law and regular 
actuarial science that its approval by 
your honorable board was intercepted 
by the department, and the case 
has since remained as before—viz., 
unchanged. 

The Mutual Reserve Life. 

This company was an assessment 
association until April 17, 1902. Un- 
der the assessment statute of the Dis- 
trict of Columbia the Mutual Reserve 
Fund Life Insurance Association could 
not qualify, because it did not, nor 
“pay the maximum 


does it now, 


9 


amount,” as construed by this depart- 
ment, on a certain class of its certifi- 
cates, in settling its death claims. 
The department holds that neither an 
assessment life association nor an ‘‘old 
line” legal reserve life insurance com- 
pany doing business in the District can 
‘¢scale” its policy claims. 

This company reincorporated under 
the name of the ‘*Mutual Reserve Life 
Insurance Company” on the above 
date as an ‘‘old line” legal reserve 
company and filed statement of its fin- 
ancial condition as of December 31, 
1901, which the department refused to 
accept; requiring of the company that 
its financial condition be shown by the 
New York Insurance Department, as 


of April 18, 1902—the date preceding 
that of its reorganization—or that an 
outright new examination be made now 
by this department. 

At the time of closing this report 
the company had not complied with 
either of those requirements; therefore 
no final decision has been reached of 
the question at issue. 

National Life Insurance Company, U. S. A. 

Examination of this company was 
commenced June 2 and closed Decem- 
ber 30, 1902, as of April 30, 1902. 
It revealed an impairment of $617,- 
016.03, which was restored by volun- 
tary contribution made by the stock- 
holders, and it was thereupon licensed 
to May 1, 1903. 

This company made no application 
for renewal of license, but it submitted 
an annual statement as of December 
31, 1902, which was not accepted, be- 
cause some of the property valuations 
diflered from appraisals made for this 
department in the examination referred 
to, and Rule 2 was disregarded in cal- 
culating the reserve valuations, which 
were not made, either, by the actuary 
employed by this department. 


The department holds that this com- 
pany must be licensed by its home de- 
partment —viz., the Department of 
Insurance of the District of Columbia 
—for the license year ending April 30, 
1904; furthermore, that its standard of 
solvency can only be established by it, 
and that its legalized admission into 
the States can only be through this 
department, on basis of certificates of 
compliance issued by it, where they 
are reciprocally required. 

At the time of closing this report 
these requirements had not been com- 
plied with, because of unforeseen cir- 
cumstances arising, over which neither 
the company nor the department had 
any control. It is due the company, 


however, to say that it now manifests a 
disposition to abide by the requirements 
set forth herein, which are mandatory. 











LABOR UNIONS AND 


INDUSTRIAL AGENTS. 





From time to time attempts have 
been made to organize industrial life 
insurance agents into labor unions, and 
applications have been made to the 
Federation of ,Labor for 
The officers of the 


tion, however, have declined to recog- 


American 
charters. Federa- 
nize industrial agents as wage earners 
or to issue charters to them 
The matter 
up for discussion at the recent conven- 
tion of the American Federation in 
Boston and was brought to a head by 
the introduction of a resolution reques- 
ting the Federation to recognize insur- 


as organ- 


ized labor unions. came 


ance agents as wage earners and to 
issue charters to them. 

This resolution went to the commit- 
tee on resolutions and by it was re- 
ferred back to the convention, with the 
recommendation that the matter be 
placed in the hands of the executive 
counsel. This recommendation excit- 
ed considerable discussion, but was 
finally adopted by a vote of 171 to 77, 
a strong effort being made to put the 
convention on record in favor of indus- 
trial agents as wage earners. 

The discussion which occurred upon 
this matter was of extreme interest, 
not only to the industrial agents but to 
the companies as well. One delegate 
declared that insurance agents, espec- 
ially of certain companies, were the 
greatest ‘‘grafters” to be found. He 
thought that if these men were given 
union cards it would only enable them 
to induce union workingmen to pay 
their money into the insurance com- 
panies which ought to go to the sup- 
port of the labor unions. Another 
delegate said that if the trades ‘unions 
were not so ready to send the officers 
of insurance corporations to the legis- 


lature to make laws governing insur- 
ance, it would be much easier to han- 
dle the question. Another delegate, 
from Pennsylvania, said ‘*I don’t want 
sharks among fishes in the pond, and 
of all the sharks I know there is no 
greater shark than the ten-cent insur- 
ance shark.” 

These were the extreme statements 
made against the insurance agent, but 
on the other side there was consider- 
able to say. A delegate from Phila- 
delphia stated that if insurance agents 
were ‘‘grafters” 
non-producers, the same could be said 
of the president of the American Fed- 
eration of Labor. Another thought 


it would have been a good thing for 


because they were 


laboring men if the insurance idea had 
been started earlier than it was, and 
of 


one agent who could be called a 


another said that he did not know 


‘‘orafter” that these agents were bona 
fide wage earners, and as such were 
entitled to recognition by the Federa- 
tion. Another delegate said that if the 
purpose of the Federation was to up- 
lift the cause of every class of workers, 
it should certainly recognize the insur- 
ance agent, who sold his labor just as 
much as a shoemaker or a typesetter. 

The most interesting statement was 
that made by President Gompers in 
opposition to the recognition of. the 
insurance 
His remarks upon the question, as 


agent as a wage earner. 


published in the Boston press, were as 
follows: 


“T do not intend to reflect upon any man 
who has been or is now an insurance agent. 
I submit, however, as a general proposi- 
tion, taking the cue from the remarks of 
Delegate Kreft, that the American Federa- 
tion of Labor is the greatest insurance 
agency that ever was. There is a great 
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difference even among the unproductive 
workers—those who work and produce 
nothing, and those who work and are para- 
sitical in their occupations, and live upon 
the labor of the working people, among 
the working people. 

“It may have been technically correct 
when, while occupying the chair, I said 
that the insurance agent is not a wage 
earner.’ What I did not mean to say was a 
rejoinder tothe remark that he is not a 
wealth producer. 

“The executive council has not said that 
he is a ‘grafter.? That was the remark of 
an individual delegate, and upon his own 
responsibility. These insurance agents to 
whom we refer go among the poorest of the 
working people and obtain from them their 
hard earned wages, not in the interest of 
these insured people, but in the interest of 
the profit mongers—these companies. 

“The American Federation of Labor, if 
it is the greatest insurance company in 
America, as has been said, does it for the 
benefit of its members and not for the 
advantage of some profit monger. 

“While I have no objections to the 
insurance company, and I have no insur- 
ance on niy life other than that which my 
union gives me, I believe that if the work- 
ing people today paid more attention to 
the improvement of their conditions and 
the condition of their families while they 
live, and a little less after they are dead, 
we should all be better off. 

“T hold it without fear of contradiction 
that you will find the largest number of 
insured working people in these companies 
among the unorganized or poorly organized, 
than among the well organized ; and I hold 
further that the reason why the textile 


THE INSURANCE AGENT AS A WAGE 


Mr. Gompers’ objection to the in- 
dustrial agent, so far as we can gather 
from his statement, is, not that he is 
an unproductive force, but that he is 
working for a corporation instead of 
the American Federation of Labor. 
Seeing, apparently, the splendid re- 
sults attained by insurance corporations 
in building up an industrial business 


among laboring men, it is evidently his 
desire to divert these revenues into the 


workers are not better organized, the reason 
they are not founded upon a high dues 
basis, is because of the schemes of insur- 
ance with these companies. 

“Tf the textile workers of New Eugland 
had paid a quarter as much as they now 
pay to these companies into the union of 
their trade you can rely on it that they 
would not today have this 10 per cent. 
reduction staring them in the face. 

“The president of the A. F. of L. is bom- 
barded from all sides to indorse these 
schemes. The trade union should be the 
safeguard of its members and their own in- 
surance company. Every action that 
strengthens the hands of these outside 
insurance companies postpones the day or 
makes it impossible for the trades unions 
to adopt this system. 

“T believe in trades unions doing that 
work; I believe the trades union should 
be first a protective organization, and, 
second, it should have the meaus of paying 
benefits in the case of strikes, lockouts, to 
bury the dead, to protect our legal rights, 
and I came within an ace of recommending 
to this convention the establishment of a 
fund or a method by which the A. F. of L. 
could conduct a scheme of legal defence of 
workingmen and to obtain their rights be- 
fore the courts. 

“T am opposed to following the lines of 
our friends who call themselves radicals. 
I am rather cleaner cut than that. i don’t 
have anything te do with the capitalists or 
their institutions except through trades 
union lines. I wantto live a life of con- 
sistency in having the unionsclean cut and 
establish these things rather than encour- 
age the issuance of charters to the insurance 
men.”’ 


EARNER — COMMENT BY THE EDITOR. 


treasury of the American Federation 
of Labor,—a very natural and excus- 
able desire upon his part, and one 
which can, perhaps, be accepted as 
the most reasonable explanation of his 
opposition to the industrial agent. 

The whole matter shows how close- 
ly the interests of industrial companies 
touch the interests of the labor union 
movement, and how important it is for 
the companies transacting this business 











Labor Unions and 


to pursue a broad and liberal policy in 
their treatment of the people with 
whom they do business. The labor 
union movement is not a temporary 
one, but will permanently prevail; 
perhaps not under the leadership of 
men who, like Mr. Gompers, are in- 
clined to look upon the narrow side of 
this great question, but more than 
probable under the guidance of a dif- 
ferent type of men who, like John 
Mitchell, sufficient intellectual 
breadth and moral conviction to stand 
for what they believe is actually best 
for the working classes. 


have 


If an industrial agent has to work as 
hard for his living as any other labor- 
ing man, as he probably does, and if 
he spends his time in selling protection 
to the laboring classes, he is certainly 
performing as useful a function in so- 
ciety as the walking delegate, who 
spends his time in inducing the labor- 
ing man to become identified with the 


Industrial Agents. i! 


labor unions. There is just as much 
productive energy expended in the one 
case asin the other. The men who 
prosecute industrial insurance must be 
paid. 


The cost of the house to house collec- 


They cannot work for nothing. 


tion of small amounts is large, much 
larger than we wish it might be, and 
yet, up to date, it is the only practical 
way which has been devised for bring- 
of the 


ing insurance into the home 


working man. Something better,—a 
less expensive system,—may, in time, 
be devised. It is the duty of those 


who are identified with industrial in- 


surance companies to apply their best 
thought to the solution of a problem of 
this kind. We believe that of 
them do recognize the duty with which 
they are confronted. A narrow and 
shortsighted policy may easily bring 
out an unnecessary antagonism which 
will be harmful to the interests of all 
who are touched by the question of in- 
dustrial insurance. 


many 


PARTNERSHIP CHARACTER OF LIFE INSURANCE. 





The attention of this magazine has 
been called, by one of its valued readers, 
to a statement recently made in a Balti- 
more insurance paper to this effect : 

There is not a particle of partnership character 
about the business of life insurance. 

The reader who calls our attention to 
the statement, thinks this sweeping decla- 
ration in an insurance publication offers 
cause for comment and criticism. It cer- 
tainly seems that, whether we take the 
statement from the standpoint of theory 
or practice, it must be rejected as unsound. 
The principle of partnership is at the 
root of the life insurance idea. The 
mutual co-operation of a body of policy- 
holders, sharing in the expense and par- 
ticipating in the benefits, constitutes the 
fundamental principle of the business. 


It is true that this partnership is not so 
close nor so well understood as in the 
case of active partners in business, but 
surely the policyholders in a mutual 
life insurance company are just as much 
partners in the business as the stock- 
holders in a corporation. If a mutual 
life insurance company is not a partner- 
ship it does not belong to the policy- 
holders. If not, then to whom does it 
belong,—the officers? Occasionally it 
seems as though the ownership was thus 
invested and that all other considerations 
were subordinated in the management of 
the company. We believe that the most 
successful companies are those which do 
not forget the “partnership character ”’ 
of the business. 








RESERVE AND MORTALITY FUNDS ARE THE SAME. 


Some Fallacies of the Past Exposed Which Have Led to the Practice of Unsound Plans 


of Life Insurance. 


The old fallacy that a life insurance 
premium is comprised of three parts— 
mortality, reserve and expense—is giving 
way to the sounder view that there are 
two basic elements in the premium,— 
mortality and expense ; that the so-called 
reserve element is just as much for mor- 
tality purposes as the current funds paid 
out for that purpose. In other words, 
the whole of the net premium is designed 
as a death fund, part of it to be paid out 
in death lossses for the current year, the 
balance to be reserved to make up for 
the death loss deficiencies in later years 
met with under the level premium system. 

The setting apartof the so-called re- 
serve as a special fund not related to 
mortality, is an error, and it has resulted 
in the introduction of many unsound 
theories and many fallacies, not the least 
of which is the so-called preliminary term 
valuation. Had there been a more wide- 
spread conception of the proper functions 
of the reserve, as a mortality fund and 
nothing else, the attempt to invade this 
fund for expense purposes would have 
received very much less encouragement 
than it has. As aresult of this discus- 
sion, however, there has come to actu- 
aries and students of life insurance a 
clearer conception of the fact that the 
life insurance premium has but two essen- 
tial parts, mortality and expense, and 
that the entire net premium is a mortality 
fund. 

This fact is so clearly set forth ina 
pamphlet issued by the Mutual Life In- 
surance Company that we cannot refrain 
from publishing it for the benefit of our 
The statement presented is not 


readers. 
only important because of the eminence 


attained by the company’s actuarial de- 
partment, but also because it so clearly 
sets forth the point which we have pre- 


‘sented : — 


SoME POPULAR ERRORS. 


“Several primary text books in at- 
tempting to elucidate the scientific fea- 
tures of life insurance, promulgate the 
statement that the gross premium is com- 
posed of three parts, to wit: the Reserve 
Element, the Mortality Element and the 
Expense Element. ‘The statement is 
technically incorrect and has led to much 
confusion. The explanation is made that 
the reserve and mortality elements com- 
bined constitute the net premium, while 
by the term ‘expense element’ is me.nt 
the loading, the three parts making up 
the gross premium. 

“‘ Some of these elementary writers have 
published tabular exhibits purporting to 
show the division of the gross premium 
at the several ages into mortality, reserve 
and expense elements ‘These apparently 
authoritative statements seem to indicate, 
and have been interpreted by the unin- 
formed to mean, that the so called 
‘mortality element’ is the estimated 
necessary provision for payment of prob- 
able losses, while the ‘reserve element’ 
is supposed to be purely an accumulation 
for possible emergencies, such as extra- 
ordinary claims resulting from epidemics, 
etc. 

“ Moreover, the division indicated is 
commonly understood to be fixed—the 
inference being that the amounts appor- 
tioned for mortality, reserve and expense 
elements remain relatively the same in 
the case of all future premiums. Most 
promoters of assessment schemes have so 











Reserve and Mortality 


understood these figures, and many of 
these, by adopting as a net rate the so- 
called ‘ mortality element,’ plus an addi- 
tion of perhaps 20 per cent., have loudly 
proclaimed their conservatism and fore- 
sight in making a ‘larger provision for 
mortality’ than is made by the so-called 
‘old line’ companies. The old line re- 
serve they vaguely designate as the 
‘investment element’ which is alleged to 
have no place in legitimate life insurance. 
In fact, the assertion is made by the pro- 
moters of such organizations that the re- 
serve is never drawn upon for the payment 
of death claims. Even fairly well informed 
persons have conceived the erroneous 
notion that the reserve is merely a special 
fund pertaining to each policy, formed 
by the accumulation of the ‘reserve ele- 
ment’ of the premium paid on that policy 
at a given rate of interest, and that such 
individual fund is never drawn upon, save 
as part payment of that particular policy 
when the same becomes a claim. 

“This aggregation of errors results 
largely from the confusion caused by the 
hypothetical division of the net premium 
into reserve and mortality elements. 
There is in reality no such division save 
as a bookkeeping expedient, designed to 
facilitate computations in connection with 
the apportionment of profits or the solu- 
tion of similar problems. It is based 
upon the fact that only a part of the net 
premium income of the earlier years is 
required for the payment of immediate 
losses, the balance being reserved to meet 
future claims ; wherefore, in an individual 
statement of account, it has been found 
convenient to charge to mortality such 
proportion of the net premium as consti- 
tutes its pro rata contribution to the losses 
of the year, while the balance thereof is 
carried to reserve account. Thus for con- 
venience sake merely, we may designate 
one portion of the year’s net premium as 
the ‘ mortality element’ and the balance 
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as the ‘ reserve element ;’ but it is never- 
theless apparent, that the division as made 
is in no way fixed. ‘The so-called ele- 
ments necessarily vary in their relative 
proportions from year to year, just as the 
mortality of the company steadily in- 
creases with the age of the members, 
while the contribution from interest also 
increases yearly as the reserve grows 
larger. 

‘““We have referred to these errors, at 
length, because they are still widely 
prevalent, and constitute the basis of the 
principal fallacies of assessmentism, mak- 
ing it quite essential that the solicitor in 
the beginning of his career should know 
how to meet and refute them. 

‘“‘ Let us state then as emphatically as 
possible, that the gross premium is of 
composed of three elements, ‘ mortality, 
reserve and expense,’ but of two only, 
the net premium and the loading, and 
that the net premium is @// for mortality 
purposes. ‘There is but one insurance 
fund from which all death claims are paid. 
This fund is created solely from, and 
includes the entire amount of net pre- 
mium receipts plus interest thereon at 
the assumed rate; and the Reserve is 
simply the da/ance of this fund on hand 
at any given time. That indeed is the 
literal meaning of the term. ‘That por- 
tion of the insurance fund which has 
been expended has not been reserved. 
That which remains is reserved for the 
payment of the claims of succeeding 


years; hence its designation as ‘ Zhe 
Reserve. This balance is increased 
yearly by the addition of the net pre- 
mium income and interest at the assumed 
rate. It is likewise constantly drawn 
upon for the payment of claims. The 
balance on hand is always the reserve. 
In short, there is absolutely no dis- 
tinction between mortality element and 
reserve element, or between mortality fund 
and reserve fund, save the distinction 
between money which has been expended, 
and money which remains on hand.” 





The new president of the National 
Association of Life Underwriters, Hubert 
H. Ward of Cleveland, O., represents one 
of those sudden elevations to executive 
authority brought about by unusual 
‘political’? conditions. The popular 
candidate for president was defeated 
because it was believed by the nominating 
committee that the higher interests of the 
association demanded the election of a 
general agent identified with a different 
company. Mr. Ward, without having 
been previously groomed for the can- 
didacy, was picked out to run against 
Mr. Scovel. Mr. Ward is not very well 
known, except among his Cleveland asso- 
ciates, who speak of him in the highest 
terms. He takes his new office under 
peculiar conditions, not having sought it, 
having been practically thrust into it to 
meet an emergency, and therefore is free 
to carry out plans and policies which may 
be radically different from those of his 
predecessors. 

To the minds of many the time has 
arrived when a departure should occur, 
when the responsibilities put upon the 
president should be lessened, and the 
time and money which he is expected to 
devote to the cause decreased. Mr. 
Ward can change this if he desires to do 
so. His attitude upon this question is 
indicated by his report as chairman of a 
special committee appointed at Baltimore 
to report upon the advisability of com- 
pensating the president. He said that 


the president should divide the honors 
and responsibilities with the three vice- 
presidents, to whom he, as president, 





would look for co-operation and support, 
as well as to the members of the executive 
committee. If Mr. Ward can successfully 
divide this responsibility it will be a great 
help in solving the problem which has 
prevented many good men from consent- 
ing to serve as president. 

Regarding the scope of the association, 
the following statement by Mr. Ward is 
important and suggestive : 

Possibly I am over-sanguine, but I look forward 
to a time when membership in local associations 
will be held to be such an honor as solicitors and 


general agents will have upon their cards the 


words, ** Member of the Association of 





Life Underwriters,” and that these words will be 
indicative of their integrity and knowledge of the 
business. I appreciate that the greatest usefulness 
of the association must come from elevating the 
ideas of those engaged in the business through a 
better acquaintance and greater respect for one 
another. While it is my desire to have a con- 
servative administration, yet I believe that the 
time has arrived for such vigorous action as may 
be necessary to make our associations effective and 
a power in the work of establishing the grand 


principles which we were organized to promote. 
The new president will undoubtedly 
have the support of many life insurance 
men in any common-sense effort he may 
make, however radical, to improve the 
standing and prestige of those who hold 
membership in the National and State 
associations. Again, owing to the unusual 
circumstances of his election, Mr. Ward 
has the opportunity to work out, if he 
chooses, new and advanced plans. The 
association has a peculiar need at this 
time of some vitalizing force which the 


new president, with his natural ability and 
exceptional opportunity, may be able to 
create as none other could. 











THE FIRE AGENTS CONVENTION AT HARTFORD. 





Associated Movement Strengthened and Relations with Companies Improved—Important 


Action Regarding Ownership of the Business. 


The outcome of the recent National 
Convention of Local Fire Insurance 
Agents at Hartford is indeed a happy 
one, if we are to accept the commenda- 
tions of the insurance press as an index 
of company opinion. There were some 
who doubted the expediency of holding 
in Hartford 
close proximity to company influence ; 
but the results clearly show that this 


the convention in such 


fact did not interfere with the indepen- 
dence of the Association’s action. On 
the contrary, it brought to the company 
officials a clearer conception of the 
Association’s purposes and a deeper 
appreciation of the sincerity and 
earnestness of those who were dele- 
gated to represent the associated agency 
interests at this convention. 

Every indication points toa strength- 
ening of the associated movement as 
the result of the Hartford convention. 
The fears entertained regarding the 
possible extremities to which the asso- 
ciation might go, the antagonisms 
which it might entertain in respect to 
the companies, were shown to be 
unfounded. The Association not only 
reaffirmed all that it has stood for in 
the past with such intelligence and 
conservatism, but took a steady forward 
step in its purpose to improve the 
standing of the local agent, as well as 
The 
emphasis laid upon that vital principle 


his relations with the company. 


of organization, mutuality of interest, 
was emphatic, while the distinct ad- 
vance made in its platform in respect 
to multiple agencies indicated that the 
Association felt enough to 
positive 


strong 


recommend discrimination 


against companies known to stand for 
and practice the multiple agency sys- 


tem. 

In many years contact with the 
associated movement, the editor of this 
magazine has never found so much 
enthusiasm for organization existing 
among the real underwriting agents of 
the country. Never have they seemed 
to feel its need so strongly or appreci- 
ated its advantages so keenly. 

The business of fire insurance is 
approaching what promises to be 
troublous times, in the adjustment of 
which the National and State associa- 
tions are likely to exert an important 
influence. It is among the possibilities 
that the present administration of the 
National 


upon to face some grave problems. 


Association will be called 
The new president, John C. North, is 
a man who can be trusted, both by 
companies and agents. 

Mr. North has already indicated his 
policy in respect to the multiple 
agency question, namely, to begin a 
systematic collection of information and 
statistics in regard to company practices 
in different localities. The Connecti- 
cut Association, of which Mr. North is 
has, at 


a member, his suggestion, 


authorized the appointment of a special 


> 


‘‘multiple agency committee,” whose 
duty it is to collect and classify this 
information. <A better knowledge of 
the facts certainly ought to be helpful 
to the associated agents in handling 
this important and delicate question. 
Who Owns the Business? 
The problem involved in the ques- 


tion, **Who owns the business ?”” which 








16 Monthly Journal of Insurance Economics. 


formed such an important part of the 
discussion and legislation at Hartford, 
legal 


may be tested side 


through an appeal of the Yonkers, N. 


upon its 


Y., decision, prosecuted for the agents 
concerned at the expense of the Na- 
tional Association. 


This decision seems to _ have 
brought to a head an issue not hereto- 
fore very clearly defined. It is true 


that in many localities the agent’s own- 
ership of the business which he has 
placed upon his books is well estab- 
lished, but in many others this owner- 
ship is specifically denied, and in a 
western city the repeal of a rule of this 
description has been forced by one of 
the leading companies. The claim of 
the agents in this case is that the repeal 
of the rule, as a concession, does not 
alter the actual situation, namely, that 
the agent controls the renewals on the 
bulk, if not all, of his business, and 
that the company cannot take this 
business away from him, except by 


cutting the rates, which act would 
be a violation of modern business 
ethics. 


On the whole, there seems to be a 
tendency to recognize the agent’s con- 
trol and ownership in the renewals, 
the company’s interest in the business 
terminating with the expiration of the 
policy contract. Such ownership of 
the business on the part of the agent, 
of course, implies no right to the 
agency of the company, the company’s 
right to appoint whom it chooses as 
agent being as clear as the agent’s 
ownership in renewals. 

The Yonkers decision seems to de- 
clare the company’s ownership in the 
business, although we are not quite 
sure that this is the actual scope of the 


decision, because there are collateral 
questions involved which tended to 
prevent any direct decision upon this 


question. The circumstances were as 


follows: 
Facts in the Yonkers Case. 

Louis N. Newman, a leading agent 
of Yonkers, formerly represented the 
This 
lationship was discontinued through a 
misunderstanding between Newman 
and the New York special agent of the 
company, who subsequently became 
one of its officers. Newman transferred 
the business of the National Fire to 
another company. After being repre- 
sented tor several years in another 
agency, the National Fire, in June, 
1900, appointed A. K. Shipman as its 
agent, Shipman having previously pur- 
chased his business from one Benjamin 
E. Sullard. In June, 1903, Mr. 
Sullard re-purchased the business of 
the Shipman agency, and about this 


National Fire in that city. re- 


time became connected with the New- 
man agency. 

Sullard offered to renew Shipman’s 
if the 
company would appoint Newman as 
This the company declined 


business in the National Fire 


its agent. 
to do, and demanded of Sullard the 
delivery to it of the expiration book 
kept by Shipman and other records 
pertaining to the business. Sullard 
refused to do this. The company 
then applied for an injunction which 
the court granted after a hearing of the 
facts. The terms of this injunction 
are as follows: 


It is herewith ordered, adjudged and 
decreed: That the defendant, Benjamin E. 
Sullard, and all other persons, his agents 
or servants, or attorneys, and all other per- 
sous acting or who have acted with his 
knowledge, either expressed or tacit, or by 
his authority or connivance, be and they 
and each of them are hereby enjoined, re- 
strained and forbidden from delivering to 
any other person than the plaintiff, its 
attorney, agents and servants to take, and 
from allowing any other person than the 
plaintiff, its attorney, agents and servants 











The Fire Agents Convention at Hartford. 17 


to take, and also from exhibiting to, and 
allowing the exhibit to any person, or al- 
lowing any person to see or to make copies 
of and from making copies of said books, 
records, daily reports, written memoranda, 
partly written and partly printed memo- 
randa, or information of the business of the 
plaintiff, or of the policies of fire insurance 
issued by the plaintiff or copies or mem- 
oranda or information taken from said 
reports or from any of such memoranda or 
information, and also from making copies 
of any thereof or any part thereof or taking 
any memoranda or information therefrom, 
and also from making any use thereof, 
examining, consulting, copying or obtain- 
ing or taking any information or allowing 
any other persous so to do, from any of the 
same or from any copies thereof or memo- 
randa taken therefrom. 

Also from destroying, mutilating or in 
any way injuring any of the same or any 
copies of the same or memoranda taken 
therefrom ; also from doing any act founded 
upon information from any of such; and 
also from doing any act founded upon 
information derived from any thereof; and 
also, founded on or with or on account of, 
or in pursuance of, or by reason of any 
information derived from any of said 
books, reports, copies of reports, records, 
entries or writings in said ‘‘Expiration 
Book,’’ or any thereof, or any copies 
thereof, fram soliciting or inducing or 
endeavoring to induce any person, part- 
nership or corporation named in any of 
said books, reports, memoranda, infor- 
mation, particulars or in any copy of any 
thereof or taken therefrom, to take insur- 
ance with any other than the plaintiff, or 
not renewing or iusuring their property 
with the plaintiff, and from soliciting any 
person, partvership or corporation insured 
against fire by the plaintiff, to change 
their insurance or to take insurance with 
other insurers than the plaintiff, or not to 
renew or reinsure with the plaintiff, and 
from making any rep:esentations to such 
persons, partnerships, or corporations in 
relation thereto and from interfering 
otherwise with the business of the plaintiff. 


The expiration book referred to in 
this injuction was furnished originally 
to Mr. Sullard by a foreign insurance 
company. This book was transferred 


It con- 
tained the National 
Fire and of the New York Fire Under- 


to Shipman and kept by him. 
renewals of the 


writers, of which Shipman was also 
agent, as well as a record of his broker- 
age business. 

Since the issuance of the injunction, 
Sullard has turned over to the company 
all the records with the exception of 
this expiration book, retaining that 
under the advice of his attorneys, for 
the purpose of making an appeal from 
this injunction, in which he will have 
the support and financial assistance of 
the National Association. 


What Seems to Be Decided. 


The case involved is not a clear cut 
one, owing to the fact that Sullard 
apparently retained in his hands 
records to which the company was 
clearly entitled, and its just right to re- 
have influ- 


cover these records must 


enced the court in its decree. Never- 
theless the terms of the injunction, 
which prohibit Sullard from soliciting 
the risks on the expiration book from 
information contained therein, seems to 
deny the agent’s right to any use of the 
expiration list, and therefore to any 
the 
represented in that list. The injunction 


right of ownership in business 
seems to deny to Sullard the ordinary 
rights of competition, so far as the bus- 
iness of the National Fire represented 
upon this particular expiration book is 
concerned, and to give the company 
absolute ownership of that business, 
free from all competition by Sullard. 
In other words, if that is the actual 
scope of the decision, Sullard is de- 
barred from doing what every other 
agent in Yonkers is free to do. 

The case might have been differently 
decided had Sullard delivered to the 
National Fire all the books, papers and 
records relating to its business, keeping 
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in his own possession a copy of the 
expirations. In that case the court 
would have been confronted by a clear 
cut issue of ownership in the business 
which Shipman, as agent, controlled, 
and his right to transfer this business 
to another by sale. On appeal, the 
question of the expiration book alone 
will be involved; but it seems to us 
that the proposition would be even less 
involved if the expiration book were 
delivered to the company and a copy 
kept for Sullard to use in soliciting ex- 
pirations, the case going to trial on his 
right to use, in the ordinary course of 
competition, the information sold and 
transferred to him by Shipman. 

The raising of a legal contest in 
Yonkers by the National Fire is not to 
be accepted as the company’s policy 
in respect to the ownership of the 
business, for agents of the company in 
other localities testify that it has re- 
cognized the agent’s ownership of the 
renewals. Its appeal to the courts in 
appa- 
rently, by antagonism between New- 
of the 
The case, therefore, is a 


Yonkers was brought about, 


man and one officers of the 
company. 


special one, so far as the company is 
concerned. 

Nevertheless, the National Associa- 
tion believes that it is not concerned 
with facts of this description, but only 
with the scope of the decision, which, 
in the opinion of the agents, seems to 
aflirm a business principle which is 
contrary to recognized practice and 
Their 


commercial usage. 


is conducted 


appeal, 
therefore upon broad 
principles and- not in antagonism to 
any particular company. 

No one can predict what the deci- 
sion inthis case may be in regard to 


On 


re- 


the ownership of the business. 
the commercial side, we can but 
affirm the principles long since set 
forth by this magazine, namely, that 
the business belongs to whoever can 
hold the 
If the agent cannot 


control and risk at equal 
hold it 


without cutting, it belongs to the com- 


rates. 


pany; but if the company can take the 
business away from the agent only by 
cutting the rate , then it simply admits 
that, given an equality of opportunity, 
and 


it cannot control the business, 


therefore does not own it. 


LEGALITY OF THE IOWA ANTI-COMPACT LAW. 


Once more ihe anti-compact law of 
a western state has been declared in- 
valid upon the ground of discrimina- 
tion. The decision in this case occurs 


upon the anti-compact law of Iowa, 


Judge MacPherson of the United 
States district court rendering the 
decision. The Iowa law is almost 


identical with that of Nebraska, which 
the same judge a short time ago de- 
clared to be unconstitutional. The 
fact that the same law and the same 
judge are concerned does not make the 


second decision of signal importance, 


except as showing, perhaps, that the 
learned judge remains of the same 
opinion. 

The Iowa decision, like that ren- 
dered in Nebraska declares the anti- 
compact law to be unconstitutional and 
invalid, because it denies to fire insur- 
ance companies the usual rights of 
contract extended to other persons and 
corporations. It is, therefore, based 


upon a fundamental principle of 
human rights, a principle which is 
more clearly understood and more 


strongly influences the decisions of 











Legality of the lowa Anti-Compact Law. 19 


the courts in the interpretation of re- 
cent right of 
agreement; not only between fire in- 


laws respecting the 
surance companies, but between those 
engaged in other branches of industry. 
The same rule has been applied to the 
interpretation of anti-trust laws, which 
have been declared invalid because 
they specifically exempted certain in- 
terests like agriculture and_ labor 
unions from the application of these 
laws. 

There seems to have been a radical 
change in public opinion upon trade 
agreements. We are not of those who 
consider that price-fixing agreements 
in fire insurance are essentially diffe- 
rent from the same agreements in other 
lines of business, although we admit 
that there are especial facts which 
tend to make price agreements in fire 
insurance more essential to business 
welfare. We believe, however, that 
when fire insurance is brought before 
the bar of public opinion, its interests 
become identical with those of all 
other persons or corporations among 
whom price-fixing agreements prevail. 
To set itself apart and claim special 
privileges in this respect is to weaken 
its case; to stand with the rest is to 
make the case strong. There is 
hardly an industry today of any im- 
portance, in which prices are not fixed 
by agreement, and in none is this feat- 
of competition more closely regulated 
than among the labor unions, wherein 
there seems to prevail, singularly en- 
ough, an that exemption 
should be allowed from the applica- 
tion of restrictive laws. 

This is an interesting, but not un- 


natural, phase of development, where- 


opinion 


in particular interests desire restriction 
for everybody else and freedom for 
themselves. And the position of some 
fire underwriters that insurance inter- 
ests should stand against anti-compact 
laws but in favor of anti-trust laws as 
applied to other industries, is strictly 
analogous to the attitude of the labor 
unions to which we have just referred. 

This question of trade restriction by 
legislation must be faced by all indus- 


And 


di- 


tries from the same_ standpoint. 
if there is to be restriction in this 
rection, it must be applied to all and 
not to some, to the exclusion of others. 
It must be applied equally to farmers, 
laborers, manufacturers, bankers and 
insurance men. If restrictive legis- 
lation is injurious for one of these 
branches, it is injurious for all; if good 
for one, it is good for all. 

The question of trade agreements is 
settled in its 


not one which be 


application to any especial branch of 


can 


business, and Judge MacPherson’s de- 
cision breaking down the anti-compact 
laws of Nebraska and Iowa, is but a 
symptom showing the probable trend 
of all future decisions respecting laws 
prohibiting trade agreements. 

It seems clear that upon the prin- 
siples laid down by Judge MacPherson 
all anti-compact laws applying ex- 
clusively to insurance companies are 
invalid, denying as they do to those 
corporations business rights and _ pri- 
vileges which are permitted to other 
persons and corporations. There are 
many technical differences in these 
laws. Those in Iowa and Nebraska 
are doubtless peculiarly susceptible to 
the construction given by Judge Mac- 
Pherson, and yet the broad principle 
involved in all cases is the same. 
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How It Should Be Faced in the Interests of Wise Public Policy — Attitude of Company 
Managers in Respect to Rates. 


Once more the business of fire insur- 
ance has reached that anomalous stage 
where profit is made on the underwriting 
and loss on The rule is 
quite the other way, but it seems to be 
insurance that in 


investments. 


characteristic of fire 
periods of commercial depression and 
loss the gain on the underwriting end is 
largest. 

If there is any explanation, it must be 
found in the fact that in periods of com- 
mercial prosperity competition in fire 
insurance drives rates down to the lowest 
point, while, at the same time, the in- 
creased moral hazard due to carelessness 
and overproduction, tends to increase the 
losses: With contraction in general busi- 
ness and the consequent decrease in this 
moral hazard, comes the increased rate 
which is the natural outcome of the loss 
producing period, and thus we find in 
fire insurance a period of exceptional 
profit at or about the time when there 
appears a reaction in the business world. 
While the loss to fire insurance companies 
during the current year, on account of 
decrease in the value of investments, is 
large, it is probable that the underwriting 
gains will be quite exceptional. 

The contraction in general business 
does not necessarily indicate a financial 
panic such as this country has heretofore 
experienced, although, by the laws of re- 
currence, such an event is about due. 
There are, however, new factors which 
‘warrant a belief that the period of con- 
traction upon which we seem to be enter- 
ing will not be a violent one, but, on the 
contrary, moderate in its operation, con- 
fined possibly to the elimination of ficti- 


tious values, and therefore affecting a 
comparatively small number of people 
and not upsetting the entire business 
world. 

In view of the effect upon fire insur- 
ance interests produced by the decrease 
in the value of securities, there is a natural 
desire on the part of company executives 
to maintain the exceptional conditions 
which are yielding them such substantial 
profit on the underwriting side; and yet 
there is a danger here which cannot be 
overlooked and upon which past experi- 
ence will shed much light. We have 
already uttered words of caution in respect 
to this matter, and urged upon under- 
writing interests a healthy, wise and dis- 
creet treatment of the situation, .as 
respects the matter of rates and in the 
relation of insurance to the public at 
large. 

There are some underwriters who be- 
lieve that as insurance men they are con- 
cerned only with what we might call the 
‘‘bulling and the bearing” of the insur- 
ance market, and that the interests of the 
insuring public, as a part of the problem, 
do not enter into the consideration. 
That is to say, they hold that the relation 
of the insurance company to the property- 
owner is not a paternal one, in which his 
interests are to be considered along with 
those of the company, but that the under- 
writer’s duty ends in considering only 
the conditions of the insurance market 
(created by the insuring public), and 
that his skill and time should be devoted 
to making the utmost profit during the 
high tide of rates and the low ebb of 
losses, and to bear his share of tribulation 
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with equanimity when the rates are forced 
down by competition, and losses rise to 
wipe out the margin of profit. 

We believe, however, that wiser and 
better methods should prevail; that it 
is not only the duty of the underwriter 
to solve all his problems with due con- 
sideration for the insuring public, but 
that as an economic proposition it is 
better for him to do so. A steady in- 
surance market is, from a business point 
of view, better than a fluctuating one ; 
and if, by a fair regard for the interests 
of property-owners, the insurance com- 
panies can create more steadiness in the 
market than has heretofore existed, they 
will perform a service for themselves and 
the entire business world with which 
their interests are so closely related and 
intertwined. The policy of looking out 
merely for special interests, without re- 
gard to the general interests of the busi- 
ness community, must give place to the 
broader conception of a mutuality of in- 
terest between all great business enter- 
prises if permanent prosperity is de- 
sired. 

The president of a fire insurance com- 
pany, whose influence is second to none— 
not only on account of his personality, 
but of the strength and success of the 
company he represents—recently stated 
to the editor of this magazine that the 
future policy of his corporation would be 
not to stand for rates which yielded 
more than a reasonable percentage of 
profit, such as a business man in any 
other branch of industry could approve ; 
that he did not propose to support ultra- 
profitable rates on certain classes, on the 
plea that other classes were being carried 
at a loss and that the reduction should 
not take place until these rates had been 
advanced. He felt that this plea had 
been too long made and used as an ex- 
cuse for deferring action in respect to 
wultra-profitable rates which public policy 


demanded. He proposed to use the in- 
fluence and prestige of his company to 
change this condition, and to force the 
raising of rates on unprofitable classes 
by advocating a reduction upon those 
which were ultra-profitable. In taking 
this position he believed that he was 
standing for the permanent interests of 
his company in its relation to the insur- 
ing public, and that this policy, if stead- 
fastly pursued by all underwriting inter- 
ests, would result in a stability and steadi- 
ness in the insurance market which would 
cure violent fluctuations and frequent 
failures and disasters, and place the 
business as a whole upon a much more 
healthy basis. 

This appeals to us as good fire insur- 
ance doctrine. Fire insurance, as prac- 
ticed by the stock companies, does not 
justify its existence unless its methods 
and its relations to the insuring public 
are constantly improved. If the business 
is to continue in the same old pathway 
without improvement, or without consider- 
ation for the great commercial interests 
which it has elected to serve, it is cer- 
tain to give place toa better and more 
effective system of idemnification. This 
is not an idle suggestion, nor is it an 
answer thereto to say that different sys- 
tems have been tried before and failed. 
The fact is that the business community 
was never so well organized as it is today, 
never so well equipped to undertake new 
projects, never so well situated to throw 
off the control of those who are hand- 
ling the business of insurance, if the con- 
viction should gain a foothold that the 
business was not properly managed by 
the present controlling forces. 

Nor does what is said in regard to the 
consideration of public interests pertain 
to the company executives alone, for we 
too frequently find a disposition among 
insurance agents to consider the insuring 
public more as subjects of exploitation 
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than as partners in a great enterprise. 
Modern industrial development makes it 
necessary for us to consider always three 
factors in the adjustment of any problem, 
viz: the capitalist, the laborer and the 
consuming public, duplicated in fire insur- 
ance by the company, the agent and the 
property-owner. No agreement or adjust- 
ment can be reached between any two of 
these factors to the exclusion of the inter- 
ests of the other. All must be considered. 
Nor, can any two of these factors war and 
dispute and settle between themselves 
without regard to the other. Public 
opinion is a factor in every situation 
today, never so strong before. It would 
be a fatal mistake to ignore it, a costly 
blunder from which recovery would be 
difficult. 

We do not wish to be misunderstood 
in presenting this phaze of the problem. 
It is not our purpose to urge rate reduc- 
tions where they are not justified, merely 
as a matter of public policy, nor do we 
ignore the fact that present rates have 
yielded profit only for a short period, 
and that in all probability the recurring 
wave of loss may render them less profit- 


able in the future. Yet, if we can accept 
the testimony of discerning underwriters, 
there are special classes and_ special 
localities where rates are ultra-profitable, 
and where a continuance of these rates 
is certain to bring about demoralization. 

We are often admonished to prepare 
for war in time of peace, and it seems to 
us that in periods of profit and plenty in 
fire insurance preparations should be 
made against the time of trouble. The 
best time to make a readjustment and 
equalization of rates is when money is 
being made, because it can then be done 
calmly without forcing and without undue 
pressure. And yet it is frequently true 
that these. are the times when under- 
writers are most indifferent to their oppor- 
tunities. If this readjustment is to occur, 
as it surely must, now is the accepted 
time. It need not be done hastily, but 
the settlement of the question should 
not be thrust aside for other matters 
which may seem of more importance, 
but which are, as a matter of fact, de- 
pendent, in the long run, upon a careful 
and intelligent consideration of this prob- 
lem. 














RELATION OF COINSURANCE 


AND VALUED POLICY LAWS. 





Interesting New Features Developed Under a South Carolina Statute—Question of Partial 


Losses Under Valued 


In the September number of the 
Journal of Insurance Economics we 
pointed out that where a valued policy 
law was in force, its intent was largely 
nullified by the use of a coinsurance 
clause. It was then stated that whereas 
the valued policy law required the 
payment of the whole insurance in case 
of loss, regardless of value, the coin- 
surance clause determined the payment 
of the insurance upon the value of the 
property. In the one case the amount 
of loss was fixed by the value of the 
insurance, in the other by the value of 
the property. 

A suggested application of a valued 
policy law in the case of a recent loss 
seems to illustrate this fact in an inter- 
esting way. 
provides that no company ‘* shall issue 


The South Carolina law 


policies for more than the value (to be 
stated in the policy) of the property to 
be insured, the amount of insurance to 
be fixed by the insurer and the insured, 
at or before the time of issuing said 
policies, and in case of total loss by 
fire the insured shall be entitled to re- 
cover the full amount of insurance and 
a proportionate amount in case of 
partial loss ; provided that two or more 
policies written upon the same prop 
erty shall be deemed and held to be 
contributive insurance, and if the aggre- 
gate sum of all such insurance exceeds 
the insurable value of the property 
as agreed by insurers and insured, in 
the event of a total or partial loss, each 
company shall only be liable for its 
pro rata share of said insurance.” 

The position taken in the loss re- 
ferred to was that in case of a_ partial 


Policy Laws Raised. 


loss under this law, the company 
could pay only such proportion of said 
partial loss as the amount of insurance 
carried bore to the agreed value of the 
property when the policy was writ- 
ten. 

Under this interpretation it will be 
seen that this statute is not only a 
valued policy law in case of a total 
loss, but is also a coinsurance law in 
case of a partial loss. To illustrate: 
Under the law, the vaiue of the prop- 
erty must be fixed at the time the con- 


If 


at $5000 and insurance for that amount 


tract is taken. the valuation be 
be taken out, it is clear that the sum 
to be paid is $5000 in the case of a 
total loss. In tne case of a partial loss, 
it would be a proportionate share of 
this $5000. 

If however, the agreed value was 
$5000 and the insurance taken was but 
$3000, total 


amount paid would be $3000; but in 


in case of a loss the 
case of a partial loss, it would be but 
‘sa proportionate amount” of the full 
insurance. 
value were $5000 and the insurance 


That is to say, if the agreed 


$3000, and a loss occurred creating a 
loss of $3000 the 
would not be entitled to collect $3000, 


partial insured 
but only such proportionate part as the 
insurance bore to the agreed value, in 
this case three-fifths. 

If this be the interpretation of the 
South Carolina law, it certainly gives 
the valued policy legislation of that 
state a new form, relieving it of much 
criticism ; first, because it provides that 
the 


agreed value at the time the policy is 


the insurance shall not exceed 
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taken out; second, because it makes 
the property owner a co-insurer with 
the company in the case of partial in- 
surance and partial loss. 

The 
provision may not have been the intent 
of the framers of the law. Indeed, the 
grouping together of valued policy and 
anti-coinsurance laws 


inclusion of a coinsurance 


states 
tends to show that the framers of these 


in other 


laws regard the principal of coinsur- 
ance as antagonistic to the valued policy 
law. Nevertheless, there may have 
been other factors, not of an uninten- 
tional nature, which led to the inclusion 
of this partial loss provision in the 
South Carolina law. 

The issue raised naturally brings up 
the question as to the applicability of 
laws in different 
states in the case of total and _ partial 


the valued policy 


losses, and we therefore give a brief 


resume of the conditions in each 
case. 
ARKANSAS: Face of a policy to be 


paid in case of total loss without regard to 
value. Nothing said about partial loss. 


CALIFORNIA: Provides that the in- 
sured may have his property valued at his 
Own expense, in which event, in case of a 
total loss, the full insurance shall be paid, 
‘‘and in case of a partial loss, the full 
amount of the partial loss shall be paid.’ 
Companies may rebuild or restore damaged 
property. 

DELAWARE: Requires the value 
agreed between the insurer and insured to 
be stated in the policy, and in case of total 
loss this amount shall be paid. Nothing 
said about partial loss. 


FLORIDA: Insurable value to be fixed 
by the agent and named in the policy, full 
imsurance to be paid in case of total 
loss, and “in case of partial loss the 
full amount of the partial loss shall be 
paid.’’ 

IOWA: The amount of the policy is 
taken as prima facie evidence of the insur- 
able value, but the company may show the 
actual value at the time the insurance was 
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effected and any depreciation thereof be- 
fore the loss occurred, and shall be liable 
for the actual value of the property insured 
at the date of the loss up to the amount of 
the insurance. Nothing said about partial 
loss. 

KANSAS: The amount of the policy to 
be taken as the measure of “true value in 
the case of total loss.’’ 


KENTUCKY: In case of total loss 
companies are liable for the value as fixed 
by the face of the policy, and ‘‘in case of 
partial loss of the property insured, the 
liability of the company shall not exceed 
the actual loss of the property.’’ Com- 
panies may rebuild property destroyed. 


LOUISIANA: The amount of insurance 
to be taken as the true value of the prop- 
erty. Incase of partial loss “the insurer 
shall pay to the insured such amount as 
will permit the insured to restore damaged 
property to its original condition.’’ Com- 
panies may replace or restore damaged 
property. 

MINNESOTA: The company shall 
cause the insurable value to be fixed by 
the agent, and the face of the policy shall 
then be taken as the actual value in the 
case of a total loss. In the case ofa partial 
loss the ‘‘full amount of the partial loss 
shall be paid.”’ 


MISSISSIPPI: Insurance companies 
are prohibited from knowingly issuing a 
policy for an amount exceeding the fair 
value of the property, but in case of total 
loss they must pay the full insurance. In 
case of a partial loss the amount recovered 
shall be the actual damage. In the case 
of goods and merchandise, however, the 
amount of loss shall be the actual damage 
up to the amount of the insurance. 


MISSOURI: In case of total loss the 
face of the policy shall be the measure of 
value, except that allowance may be made 
for depreciation which may have been 
sustained between the issuance of the 
policy and the time of loss, the burden of 
proving such depreciation being upon the 
defendant company. In case of partial 
loss ‘‘the measure of damage shall be that 
portion of the value of the whole property 
insured which the part insured or destroyed 
bears to the present property insured.” 


This state also has a law prohibiting the 
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insurance of property exceeding three- 
fourths of the value. 


NEBRASKA: In case of total loss the 
policy shall be taken as evidence of the 
value. 

NEW HAMPSHIRE: In case of total 
loss the company must pay the amount 
expressed in the policy; in a partial loss 
the actual damage not exceeding the insur- 
ance. 


NORTH DAKOTA: The amount of 
insurance to be paid in case of total loss. 
Nothing said about partial loss. 

OHIO: The law in this state requires 
the fixing of the insurance value, where- 
upon the insurance named in the policy 
shall be taken as the value of the property 
in case of total loss. Nothing is said about 
partial loss. 

OKLAHOMA: This state has a 75 per 
cent. valuation clause. In case of total 
loss the full amount of insurance must be 
paid. If partial loss, the actual damage. 


OREGON: The full amount of insur- 
ance to be paid in case of total loss ; actual 
damage in case of partial loss. Companies 
may rebuild. 

TEXAS: 
ance is the measure of value. 
said about partial loss. 

WASHINGTON: Full insurance to be 
paid in case of total loss; actual damage in 
case of partia! loss, with right to rebuild or 
replace in either case, 


In case of total loss the insur- 
Nothing 


WEST VIRGINIA: Companies are 
liable for the full insurance in case of total 
loss. In case of partial loss ‘‘the basis 
upon which said loss shall be computed 
shall be the amount stated in the policy of 
insurance effected.”’ 

WISCONSIN: Full 
paid in case of total loss. 
about partial loss. 


insurance to be 
Nothing said 
The phraseology appearing in the 
South Carolina law therefore appears 
that The 


wording of that law seems to indicate 


to be peculiar to state. 
a purpose in the minds of its framers 
to have the value of the property and 
the amount of insurance identical. 
The provision for the payment of ‘a 
proportionate amount” in case of par- 
tial loss, relates to the total valuation, 
which, in this case, the law assumes to 
be identical with the total insurance. 
It certainly seems just that if the com- 
panies are compelled to pay the face 
of the policy in the case of total loss, 
the same law should recognize the 
necessity for full insurance on the part 
of the property owner. From the 
standpoint of equity, the South Caro- 
lina statute seems to be the best 
valued policy law which has ever been 


drafted. 











RATES BASED ON AMOUNT OF INSURANCE WRITTEN. 


Adequate Charges Cannot Be Established Unless the Relation of Insurance to Value Is 
Taken into Consideration. 


WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS By W. J. CLEMENS OF PORTLAND, ORE. 
7 > 


For the past decade insurance capi- 
tal has been suffering depletion to an 
alarming extent. Investment of funds 
in the business of insurance has re- 
ceived a violent check owing to the 
very unsatisfactory and uncertain re- 
turns. Other fields of investment have 
offered almost certain dividends while 
the insurance companies for more than 
twenty years have not been able to 
guarantee dividends of two per cent. on 
the capital invested save only as the 
profits of the company were added to 
by profitable results of the interest and 
real estate account. 

If the depletion of insurance capital 
continues for the next ten years in the 
same proportion as in the last ten 
years, insuring property will soon be- 
come a serious question. Even 
the larger firms not only of Portland, 
but all over the United States are put 
to extremities to secure even a reason- 


now 


able protection against loss by fire. 
This has resulted in the organization 
of numerous Lloyds and small insur- 
ance companies which have not been 
able to meet the growing deficiencies 
in insurance protection. 

Enormous losses have led many of 
the companies to yeduce their line 
limit which has only added to the 
discomfiture of the insuring public. 
It is not the 
to quote a remedy in this article, but 


intention of the writer 


merely to suggest several apparent in- 
consistencies in the matter of rates. If 
the losses and expenses of insurance 
companies are greater than their in- 


come, then the income must be in- 


creased or the company would soom 


go out of business. Naturally an 
increased rate suggests itself as the 
only solution. There are several ways 
of increasing the net income; one is 
to increase the rates; another by de- 
the 


but the surest way of increasing the 


creasing losses and expenses 
company’s net income is to increase 
it. 

All the cities and towns of any con- 
siderable size or importance are spec- 
ially rated by Bureaus maintained by 
all or nearly all the responsible fire 
insurance companies, each company 
contributing a pro rata percentage of 
the expenses based upon the amount 
of premium collected. 

Out of the experience of a decade or 
more has been evolved a schedule of 
rates classified under different heads. 
The question as to the correctness of 
the schedule is considered demonstra- 
ted by a successful year or more when 
the average loss ratio falls to a safe 
figure, resulting in a profit to the com- 
pany. 

If every risk was insured to the full 
extent of its insurable value and a 
faithful record kept, properly classified, 
then the result would certainly show 
the actual rates necessary to secure 
favorable results, but with the basis 
rate as at present established, it would 
seem almost impossible to gage the 
rate by the result. At present the rate 
is made regardless of the amount of 
insurance carried, the result therefore 
is made uncertain, for the premium 


received on a certain class of property 
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may vary widely from the amount 
received the previous year, while the 
losses according to the law of average 
may be proportionately the 
hence it is safe to assume the position 


same, 


that it is necessary to include in the 
rate, the proportion of insurance as to 
the value that shall be written on each 
risk and establish a graded percentage 
charge to be added to the rate as the 
proportion of insurance to value is 
reduced. 

It does not seem reasonable that the 
rate on a building valued at $100,000 
should be the same whether the 
sured carries $1,000 or $90,000, for 
certainly the hazard is greater and the 


as- 


prospect of loss varies in the propor- 
tion that the insurance varies as to the 
value of the building. Let us illus- 
trate: take a building valued at $350,- 
ooo. Upon this the Underwriters have 
named a rate of one percent. The as- 
sured has the privilege of carrying 
$5000 at the rate named and is not 
compelled to carry more. It must be 
clear to any thinking person that the 
smallest kind of loss would probably 
exhaust a $5000 policy. 

It is presumed that the Underwriters 
charge for the hazard, establish a basis 
rate for each class of property and then 


charge for deficiencies. If the amount 
of insurance carried is small on some 
buildings of a given class, and the 
amount carried on other buildings of 
the same class is large, the average 
loss ratio secured by comparison of 
losses to premiums would utterly lack 
accuracy so far as the basis of rates is 
concerned. The average loss ratio is 
always made up as between losses and 
premiums, hence the ratio has varied 


greatly from year to year. Whenever 


it rose above normal it was at once 
concluded that rates must be _ ad- 
vanced. 


The law of chance follows not the 
amount of premium but the amount at 
risk. For every thousand dollars at 
risk the loss will average very nearly 
It would therefore 


a fixed amount. 


follow that an effort should be made 
by each company to have the amount 
at risk 
cover the average loss ratio to 


bring sufficient premium to 
the 
amount at risk plus the expense ratio. 
If this is possible and the rates be made 
upon the co-insurance basis herein re- 
ferred to it would seem that a large 
element of uncertainty would be re- 
the underwriters’ esti- 
that 


made more accurately. 


moved from 


mates and the rates could be 


TAXATION OF UNAUTHORIZED COMPANIES. 


The supreme court of New York 
has decided that the state has no power 
to tax an unauthorized company for 
premiums received on property locat- 
ed in the state, where the contracts are 
written at the home office of the com- 
pany. 

This decision is rendered in the case 
of the Boston Manufacturers Mutual 
vs. Francis Hendricks, superintendent 
of insurance of New York State. 
Chapter 530 of the New York laws of 


1903 provides that every foreign fire 
insurance company, not authorized to 
do business in the state but insuring 
property therein, shall pay an annual 
tax of one per cent. on all premiums 
received. When notified of this law, 
the Boston Manufacturer’s Mutual 
paid a tax on premium receipts of $974 
written on risks located in New York 
state. 

The policies, however, were issued 
and the premiums collected in Massa- 
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chusetts, and the company subsequent- 
ly sued the commissioner to recover 
this tax. The court denied its right to 
recover the tax since it has been paid, 
but declared that the superintendent 
could not collect any further taxes 
from the company. The principles 
asserted in this decision are of so 
much interest that we quote them in 
full : 


The state has the power to regulate the 
business of insurance, to say who shall be 
permitted to carry on such business with- 
in the state, and the terms and conditions 
upon which it may be so carried on, and 
to tax the business of a foreign corpora- 
tion, insurance or otherwise, doing busi- 
ness in this state by its permission, needs 
no citation of authorities to substantiate. 
Its power and authority are confined to the 
limits of the state, and its power to tax is 
limited to persons, property and business 
within the state. 

The plaintiff cannot be taxed as a person 
or corporation within this state, because it 
is incorporated under the laws of Massa- 
chusetts, and a corporation being the mere 
creature of local law can have no legal 
existence beyond the limits of the sover- 
eignty that created it. Its existence may 
be extended to other sovereignties by 
comity, but no such extension has been 
made in this case. The plaintiff has no 
permission to do business in this state. 

The tax in question here, if sustained, 
must be sustained as a tax upon business, 
and upon business done within this state. 
The fact that the property insured is 
located within this state does not render 
the transaction of insuring it the doing of 
business within this state, unless such 
transaction or some part of it, actually 
took place here. Except to pay losses, the 
only business in relation to insurance that 
an insurance corporation, and those insur- 
ing with it can do, is to make the contract 
of insurance, and pay and receive the 


premiums. 

Contracts of insurance are local transact- 
ions and are governed by the local law. 
The business of insurance is transacted or 
done where the contract of insurance is 
made. A citizen of the State of New York 
has the right to insure in the State of 


Massachusetts, property in the State of 
New York, and there is the correlative 
right of a corporation in the State of 
Massachusetts to insure in Massachusetts, 
property in the State of New York, of a 
citizen of the State of New York. Where 
the acts which constitute the contract of 
insurance took place in such other state, 
the contract is one made within that state. 

The business then conducted by this 
plaintiff was conducted within the State of 
Massachusetts, and not taxable under the 
laws of our State. But the statute which 
we are considering does not limit the tax 
to be collected to insurance effected within 
this state upon property within this state, 
yet it must be given that construction, and 
the tax limited to business within the 
state, because to hold that it applies to 
business done without the state, or to be a 
tax upon corporations without this state, 
would be to say that the Legislature inten- 
ded to extend its power and authority 
beyond the limits of the state; such a con- 
struction leads to an absurd conclusion, 
and also renders the statute unconstitu- 
tional as being beyond the power of the 
Legislature to enact, and ‘‘Every reason- 
able construction must be resorted to 
to save a statute from unconstitutional- 
ity.” 

It must be therefore held that the act in 
question applies only to insurance effected 
within this state, and the defendant was 
not therefore authorized to collect and 
receive from the plaintiff the tax in ques- 
tion. 





ONE OF THE LARGEST 
Old line insurance companies wants a solicitor 
to work in Massachusetts. Will pay salary, 
guarantee, or commissions, as desired. Only 
a man who is now successful and who is 
desirous of bettering his position, need apply. 

Address A. G, H., care of Journal of Insur- 
ance Economics. 


. 


WANTED. 


A prominent old line life assurance company 
wants an.experienced man to appoint, in- 
struct, and work with agents, in a New 
England state. Fine position for the right 
party. Address M. P. B., care of Journal of 
Insurance Economics. 











Brown=Book of Life Insurance Economies. 





FROM THE ‘INSURANCE PRESS” OF NEW YORK. 


The annual analysis of the reports of life insurance com- 
panies by Benjamin F. Brown of Boston always commands 
respectful attention in New York as well as in Boston. 
According to Mr. Brown, the year 1902 was a notable period in 

4 American life underwriting for at least three reasons : 8 

(1) The most favorable mortality experienced for a genera- 
tion at least; 

(2) The aggregate of underwriting profits, available for 
dividends and additions to surplus, was unprecedentedly 
large ; 

(3) The largest increase in aggregate dividend payments 
on record took place last year. 

The pages of Mr. Brown’s 100-page book are full of facts in- 
teresting to the student of life insurance. He himself is a fact- 
hunter of rare sense and scent. 

He shares the opinion expressed by Mr. Tarbox when insur- 
ance commissioner of Massachusetts: ‘*Life insurance is not 
helped by exaggeration or concealment. The whole truth as to 
the conduct of the system in this country should be told without 
reserve or gloss. The institution can bear it.” 

The gain from favorable mortality in 1902 does not mean 
that sanitary science is suppressing death with phenomenal 
speed. Mr. Brown advances theories of his own with regard 
to the mortality cost in 1902. 

There is a Jot in the book relative to the investments of the 
companies that is interesting. Interest earnings in excess of 
reserve requirements are steadily diminishing. The companies 
generally show an increasing preference for bond and stock 
investments as compared with mortgages. Some companies are 
unwisely paying larger dividends than they can well afford. 

A careful reading of Mr. Brown’s book is necessary to a 
thorough comprehension of its innumerable points of interest. 

















All Life Insurance Men, whether in field or office, BROWN BOOK 
who want to ‘KNOW their business, should study the r] 
SOLD BY THE 


JOURNAL OF INSURANCE ECONOMICS, 


159 DEVONSHIRE ST., : : . BOSTON, MASS. 














Monthly Journal of Insurance Economics. 


Company Managers 


Who want to keep posted on the progress of the American agency movement 
have the Agency Bulletin on file in their offices. This publication deals with 
the interests of the organized agency movement, defines its policies and records 
the events and facts bearing upon the development of the associations, both 
National and state. A careful reading of the Bulletin is essential to a proper 


understanding of agency problems. 


Subscription, $1.00 per year. 


Address the 


AMERICAN AGENCY BULLETIN, 


159 Devonshire Street, Boston, Mass. 











Agents’ Reference 
and Exchange List 











The following are included among those holding 


Membership in the 


National Association of Local Fire 


ALABAMA: 
N. Waller, Selma. 
John W. Scheible & Co., Mobile. 
‘Thames & Batre, Mobile. 


ARKANSAS: 
Adams & Boyle, Little Rock. 


COLORADO: 
R. S. Brannen. Denver. 
C. M. Sampson, Antonito. 


CONNECTICUT: 
Beardsley & Beardsley, Hartford. 
George E. Judd, Waterbury. 
Root & Boyd, Waterbury. 
John C. North, New Haven. 
V. F. McNeil & Co., New Haven. 
James Staples & Co., Bridgeport. 
George C. Stevens & Son, 

Danbury. 

W. L. Hatch, New Britain. 
Frank D. Layton, So. Norwalk. 
W. C. Atwater & Sons, Derby. 
Wakefield, Morley & Co., Hartford. 
H. W. Conklin & Co., Hartford. 
Kimball & Parker, Hartford. 
Bridgeport Land & Title Co. 
James A. Hynes, Waterbury. 
Wilbur H. Squire, Meriden. 
A. B. Adams & Co., Willimantic. 


DISTRICT OF COLUMBIA: 
Ralph W. Lee, Washington. 
Wolf & Cohen, Washington. 

ILLINOIS: 

Case, Shepard & Co., Chicago. 

Smith, Miller, Whitney & Barbour, 
Chicago. 

W. E. Rollo & Son, Chicago. 

Pellett & Hunter, Chicago. 

Frank F. Holmes, Chicago. 

INDIANA: 

Aaron M. Weil & Co. 

KANSAS: 

John M. Kinkel, Hutchinson. 

KENTUCKY: 

A. H. Robinson, Louisville. 
McAtee & Duncan, Louisville. 
John J. Barrett, Louisville. 

LOUISIANA: 

Peter F. Pescud, New Orleans. 





MAINE: 
Dow & Pinkham, Portland. 


Anderson, Adams & Co., Portland. 


Blake, Burrows & Brown, Bangor. 

George T. Holyoke, Houlton. 

F. C. Lyman, Bar Harbor. 
MARYLAND: 

Allemand & Gallagher, Baltimore. 
MASSACHUSETTS: 

Gilmour & Coolidge, Boston. 

Rogers & Howes, Boston. 

Simpson & Ide, Boston. 

Herman Bird, Cambridge. 

George Y. Wellington & Son, 

Arlington. 

J. M. Lockey & Co., Leominster. 

Clarence H. Hayes, Boston, 
MICHIGAN: 

Warren, Brown & Co., Detroit. 


MINNESOTA: 


Christian & Wagner, Minneapolis. 
Alexander Campbell, Minneapolis. 


Jacob Stone, Minneapolis. 
Manley-McLennan Agency, 
Duluth. 
MISSOURI: 
H. G. Buckingham, St. Joseph. 
Delafield & Snow, St. Louis. 
Geerge D. Markham, St. Louis. 
Baird & Eaton, Kansas City. 
H. M. Blossom & Co., St. Louis. 
NEBRASKA: 
B. L. Baldwin & Co., Omaha. 
NEW HAMPSHIRE: 
G. D. Barrett, Dover. 
William G. Berry, Manchester. 
NEW JERSEY: 
R. P. Conlon, Newark. 


NEW YORK: 
C. B. Armstrong, Buffalo. 
Woodworth & Hawley, Buffalo. 
Clark, Williams & Groves, 

Buffalo. 

James A. Campbell, Buffalo. 
Henry D. Goodale, Watertown. 
W. H. Mandeville, Olean, 
E. F. Ashley, Rochester. 
Emmet Rhodes, Auburn. 


H. W. Greenland & Son, Syracuse. 








Insurance Agents. 


NORTH CAROLINA: 
Walker Taylor, Wilmington. 
NORTH DAKOTA: 
W. A. Gordon, Grand Forks. 
J. Christensen, Towner. 
OHIO: 
W. L. Alexander, Canton. 
3ryson, Brubacher & Co.,Columbus. 
F. C. McElroy, Columbus. 
Henry O’Kane, Columbus. 
Thomas H. Geer, Cleveland. 
A. W. Neale, Cleveland, 
A. W. Parsons, Cleveland. 
O.M.Stafford,Goss&Co.,Cleveland. 
Runnals & Manchester, Cleveland. 
Louis L. Rauh, Cincinnati. 
C. A. Leech, Uhrichville. 
V. T. Spitler, Findlay. 
PENNSYLVANIA: 
W. B. Flickinger, Erie. 
L. J Van Anden, Erie. 
Wm. H. Arrott, Philadelphia. 


RHODE ISLAND: 
Starkweather & Shepley, 
Providence. 
SOUTH CAROLINA: 
Reeves & McTureous, Charleston. 
TENNESSEE: 
C. W. Olson & Co., Chattanooga. 


TEXAS: 

Childress & Taylor, Houston. 

Piper,Stiles & Schmitt,San Antonio. 
UTAH: 

E. W. Wilson, Salt Lake City. 
VIRGINIA: 

Childrey & Metts, Norfolk. 

Robert Lee Traylor, Richmond. 

S. E. Bickford, Hampton. 

T. G. Peyton & Son, Richmond. 

Julius Straus & Son, Richmond. 
WASHINGTON: 

B. W. Baker, Seattle. 

Watson, Hanford & Co., Seattle. 

Arthur D. Jones, Spokane. 
WISCONSIN: 

E. J. Tapping, Milwaukee. 

i; N. Manson, Wausau. 

‘red C. Millard, Milwaukee 











INDIVIDUAL FIRE UNDERWRITERS 


$50,000.00 Cash in Mercantile Trust Ce. 
«999,000.00 co Subject ‘to Cal). 


OF ST. LOUIS we we st ct Gt 0 Ficc,cc.co Total Avaitadic Assets. 
LICENSED BY THE INSURANCE DEPARTMENT OF MISSOURI 
THE UNDERWRITERS ARE 


EL. , President Fulton Iron Works. 
w. K. BIXBY President pereehe Car and Foundry Co, 
ss OMe et hg ‘Sam'].Cupples Woodenware Co. 


President Carleton by Goods Co, 
& DavieMtg.Co 


BULA, Manes! mg Director Continental Tobaeto Co. 
D. BE pate President t D. R. Francis & Bro, Commission Co. 
JOS. A President ‘oolen Co. 
SAMUEL MM KERN AND, Prenidestd’ Konuard & Sone Carpet Co. 
I. H. LIONBERGER, Lawyer. 


ROLLA WELLS, Mayor of St. Louis, and Presi 


P. C. MAFFITT, C 
GEORGE D. MA 
See’y;an 
. W. MORTON. Advi 
HOMAS 
ENT, \l 


zSenign Eeibow ©, II. Markham & Ce. 
“Dity Goods Co, 
Dinero 
Pres. 


iware Co. 
nee McKittrick DG. Co. 
"V:-Pres't Bro. 'D: G. Co. 


lroad. 


sory Director Simmons Hardware Co. 
ER, Capitalist. 


COR RWIN H. 
FE esrUs J. i WA Eh Capit, Mercantile Trust Co. 
dent American Steel Fdy. Co. 


Vice-! Prost Mexican Central 
italist. 





Applications to W. H. MARKHAM & CO., Attorneys and Managers, Century Building, St. Louis 
Wil write True Surplus Business only 





What is the use of saying ‘‘the best 
company,’’ or ‘‘the strongest com- 
pany,’’ or ‘‘the largest company ’’ ? 

They all say these things. 

We say simply 


The Penn Mutual 
Life-Insurance Company 


of Philadelphia. 
Organized 1847. 


That tells the whole story. 


PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





Ancorporated 1851 


The Massachusetts Mutual 
Life Insurance Co. 


SPRINGFIELD, MASS. 


Assets Jan. 1, 1903 
Liabilities . 28,354,119 97 
Surplus 2,606,025.25 


Definite paid-up and cash surrender values 
written in every policy. 


$30,960,145.22 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Secretary. 


BOSTON OFFICE, 31 Mik Street. 
FRED. C. SANBORN, Manager. 





wt 
Columbian National Life 
Insurance Company 


BOSTON, MASS. 
*NCORPORATED UNDER THE LAWS OF MASSACHUSETTS 


PERCY PARKER, President 
Wa. BUTLER WOODBRIDGE, Gen’] Manager 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bidg. - 178 Devonshire se 





“The Leading Fire Insurance Company of America” 


, WM. B. CLARK, President. 
W. H. KING, Secretary. 


.A.C. ADAMS, Cc. J. VIN, 
HENRY E. REES, A.N. WIL LIAMS, 
Assistant Secretaries. , 
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‘|’ Men of Character are attracted 
1} to the. Agency Force ‘of the 
Northwestern. : 
Because the Anca dibasioci ac-. 
cepts business only from regu-’ 
lar agents of the Company ; 
Becausé Northwestern policies 
command 100 cents on the 
“dollar. Rebating has been 
prohibited for ten years. 


Northwestern commissions are for 
Northwestern agents. 





BEST RESULTS TO POLICY-HOLDERS. 
Most ATTRACTIVE POLICIES. 


ISSUES PARTNERSHIP AND CORPORA- 
TION INSURANCE. 





For further information or an Agency, 
address : 


H. F. NORRIS, 
Superintendent of Agencies. 














i 
Northwestern 


Mutual Life-Insurance 
‘Co. of Milwaukee. 


H.: Iv: PALMER, President. 
J. W. SKINNER, Secretary. 


r~ Organized 1857. 





. Assets, Jan. I, 1903, $165,042,435.33 
Liabilities, including 
$25,424,594 surplus 
accumulations held * 
to meet tontine and - 
semi-tontine con- 
tracts . ‘ - 159,564,804.52 


$5,477,630.81 





General Surplus 
Business of 1902 largest in history 
of Company. 


Purely Mutual and transacts busi- 
ness only in the United States. 











SUN 


INSURANCE OFFICE 
OF LONDON. 


FOUNDED 1710. 
United States Branch: 
54 PINE STREET, NEW YORK. 


Western Department: 
171 LA SALLE ST., CHICAGO. 


Pacific Department: 
215 SANSOME ST., SAN FRANCISCO. 











The ig 
National 

Assurance 
Company 


OF. IRELAND. 


Geo. E. Kendall, 


United States 
Manager, 


Hartford, Conn. 





“Trust Thyself; 


every heart vibrates to that iron 
string.” If you have confidence 
in your ability to succeed as a 
seller, the rewards are equal to 
the difficulties to be overcome—if 
you have the art of persuading 
others, and can give satisfactory 
references as to your character 
and ability, it might be to your 


advantage to write me. 


GEORGE T. DEXTER, 

_ Superintendent of Domestic Agencies, 
The Mutual Life Insurance Company 
of New York, 

32 Nassau Street, New York, N. Y. 





Vol. 














